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governed the import or export of bullion, and it acted
as the barometer which registered the economic health of
the nation. The conclusion followed that the Government
should regulate not the flow of precious metals but the
stream of commerce, directing it into channels which would
ensure a surplus of exports over imports. The antecedents
of the Theory of the Balance of Trade go back to the four-
teenth century, and with the virtual extinction of the
bullionist school in consequence of a historic change in
English monetary policy x, it became the accepted dogma of
orthodox economic opinion and the touchstone of national
prosperity. Its influence was profound. It furnished the
arguments for the severe curtailment of intercourse between
England and France; and it was the partial revolt of
economists against its teachings which inaugurated the first
phase of the free trade movement. In actual practice it
proved impossible to ascertain what was the precise balance
and to mould public policy accordingly. Moreover the
theory, while it marked an advance upon the crude doctrines
of the bullionists, tended to foster a distorted view of over-
sea trade since it measured its value by its balance rather
than by its volume and character. However, in an age
when England raised her own food supply and the raw
material for her greatest industry, and banking and credit
facilities were still incomplete, it was natural that foreign
commerce should often be esteemed for the addition it made
to the stock of precious metals. In any event we need not
infer that the stress laid upon a favourable balance, as the
obvious means of accumulating gold and silver 2 when a
country had no mines of its own, implied the identification
of money with wealth 3 or entirely obscured a wider con-
ception of the advantages accruing from international trade.
A valuable corrective to the exaggerations born of propa-
gandist zeal is supplied by the following passage from The
1 The Act of 1663 : infra, p. Ixxxviii.
» The precious metals were drawn from Spain by an unfavourable
balance of trade.
3 When Great Britain in 1931 abandoned the gold standard on account
of an adverse balance of international payments and the flight of gold, we
need not infer that the British Treasury identified gold with wealth.

